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1. INTRODUCTION
Tourism is important in many national and regional economies and roads play a large and
significant role in tourism. Most international visitors cite scenery as one of their prime
motivations for choosing a country as a destination and touring in a rental car or in a coach
is integral to the tourism product. For domestic tourists and international visitors alike, the
existence of an adequate road system is of vital importance. All tourists make use of the
road system either to gain access to attractions, as an attraction in its own right while
driving for pleasure through scenic areas, or simply as a way of moving from one place to
another. In the USA, it has been recognised that driving for pleasure is the second most
popular recreational activity amongst adult Americans and the Federal Highway
Administration has investigated the designation of a national system of scenic byways
(Federal Highway Administration 1990).
There have been growing concerns in countries where tourism is important that current
evaluation procedures for roads, especially road improvement projects such as sealing
unpaved roads, do not adequately take the tourism perspective into account. This
perception has arisen because a number of projects important to tourism have not
proceeded. Some of the concerns about the evaluation process arise from the unique
characteristics of tourist road improvements which often involve sealing unsealed roads,
rough roads, gravel roads, remote areas, low traffic volumes, and low level of accidents.
All categories of roads provide benefits to tourists, but the types of roads which are of
interest include: major highways linking tourism regions (which have a poor safety record
or which have become congested); scenic tourist routes linking attractions and providing a
“round trip” which minimises the need to return over the same road; and access roads into
areas which have significant appeal for tourists.
Structure of paper
The aim of the paper is to identify ways in which the tourism perspective can be
incorporated into evaluation procedures for road improvement proposals. The key areas
where there are problems in adequately taking the tourism perspective into account are
valuation of user benefits, both “traditional” and “intangible” benefits, and general
evaluation procedures.
Sections 2 and 3 discuss issues regarding the monetary valuation of user benefits including
the treatment of the traditional road user benefits of travel time savings, vehicle operating
costs on very rough roads, and the importance of safety to tourists; and the inclusion of
additional road user benefits such as the value of a more comfortable ride, the value of a
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scenic drive free of dust, and access to wilderness areas. Section 4 discusses evaluation
procedures including the estimation of future traffic volumes; the treatment of seasonal
peaks in tourism demand; the valuation of economic development benefits; and treatment of
benefits to international tourists. The paper concludes with recommendations for
incorporating the tourism perspective (section 5), and a summary (section 6).
2. VALUING “TRADITIONAL” BENEFITS FROM A TOURISM PERSPECTIVE
The traditional road user benefits of travel time savings, improved safety, and reductions in
vehicle operating costs which are usually included in cost-benefit analysis of road projects
are also important for tourism road improvements. This section discusses why the value of
benefits for tourism roads and tourists may be different from values for other types of roads
and user profiles, and what those values might be. In general, the evaluation of tourism
benefits in cost benefit studies of road improvements conforms to general principles and no
special procedures, techniques or valuation methods are applied.
2.1 Value of travel time savings
In most cost benefit analyses of roads, the value of travel time savings is a major component
of the user benefits. The normal assumption is that travel is a cost, and time spent in travel
is a disutility. The traditional explanation would be that tourists value travel time savings
because it allows them to spend more time at their destination, or to see other attractions in
a given time. However, in the case of tourism, the treatment of travel time savings is
problematic, because tourists also derive pleasure from scenery while driving.
Willingness to pay for reductions in travel times depends upon the circumstances in which
the travel takes place. Walsh et al. (1990) note that driving for pleasure or sightseeing by
car consistently ranks among the top two recreation activities in the United States. Similar
observations apply to other countries and clearly travel cannot be a disutility whilst also
being a primary motivation for travel. Walsh et al. (1990), for example, found that some
people travelling on scenic roads are prepared to pay for an increase in travel time on trips
that take fewer than four hours, that is, the value attached to the experience of sightseeing
is high relative to the disutility of travelling.
Walsh et al. (1990) found that people derive positive utility from the experience of driving
on their way to a destination, or just in day-tripping. In an experiment to reveal willingness
to pay for increases in travel time on scenic roads for those travellers who derive a positive
enjoyment out of the experience whilst also obtaining willingness to pay to reduce travel
times when travel was regarded as a disutility, Walsh et al. (1990) observed that as travel
time increases, the willingness to pay for each hour becomes smaller until travel time
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becomes a disutility. The marginal cost of travel time increases “as travel time becomes
more and more unpleasant with each additional hour on the road and increasing opportunity
cost of foregone destination benefits”. The conclusion to be drawn is that care has to be
taken in distinguishing between travel time savings and the value tourists place on
enjoyment of scenery.
Most of the published literature on the value of travel time savings has focused on urban
travel, usually in a commuting context. Those studies which have examined non-urban
travel tend to be more concerned with inter-city travel in a mode choice context. There has
been very little research conducted specifically on non-urban leisure travel.
Thus, the use of average values of travel time savings might place too high a value on the
benefits to tourists in some situations. The corollary of this is that due attention ought to be
paid to the willingness of tourist road users to pay to enjoy the scenery. Conventional
applications of cost benefit analysis to road projects do not make this distinction. One view
is that both effects are captured in the value placed on travel time savings so that the total
value of the benefits to road users is fully measured, though perhaps they might be labelled
incorrectly. There is a danger in taking this view, as it might result in the approval of the
wrong types of projects. Specifically, too much importance might be placed on speed of
travel relative to maintaining a road alignment which enhances the scenic value of the road.
In New Zealand, the evaluation authority, Transit New Zealand, distinguishes between
work and non-work time for various classes of vehicle occupants; the value of non-work
time for a car driver is one-third of the value for work time. Passengers in cars and coaches
are assigned even lower values of non-work time savings. However, these remain untested
assumptions and no account is taken of the value that passengers and drivers derive from
enjoying the scenery.
Research (eg Hensher 1989, Morrison and Winston 1985) seems to suggest that travel time
savings have a very low value for people travelling on holidays. Morrison and Winston
(1985), for instance, have confirmed that the value of travel time savings tend to be lower
for people on vacation relative to other road users. Unfortunately, there is very little specific
evidence about how travellers do value their time. Reductions in travel times tend to be
more highly valued on inter-urban highways rather than on scenic routes.
Large travel time savings may assume a different value. For instance, a new road or a major
change may result in large travel time savings of several hours, creating options for tourists
of visiting additional attractions, spending longer at current attractions, or reducing the time
spent away.
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There are two approaches that might be taken to improve the valuation of travel time
savings in cost benefit studies. The first would be to continue using existing values of travel
time savings that remain the same no matter what type of traffic situation is being
considered and to then place a separate value on viewing scenery or visiting wilderness
areas. That is, it might be assumed that the relationship between the utility of travel time
savings and the utility of enjoying scenery is independent and additive. A preferable
approach would be to test the relationships through primary research. The outcome of
research could be the estimation of a valuation function which explicitly allows for trade-
offs between travel times, viewing scenery and comfort. Such a function would provide
sound guidance on the value of speed relative to design features allowing greater comfort
and enhancement of the sightseeing experience.
2.2 Safety
Safety is a concern with all forms of motoring and the value of accident reductions from
road improvements is a major source of benefit. In valuing improved safety, there is a real
possibility that travellers have different values depending upon the circumstances, and the
suspicion is that safety is a very high priority when travelling on unsealed roads in remote
areas. Although there is no empirical evidence of different values for safety, other evidence
suggests that safety has a higher value for tourists.
Safety is a major consideration of travellers, and a poor safety image results in loss of
market share for a region or a country, which may be difficult to overcome. The tourism
sector particularly appreciates how important it is that international and domestic visitors do
not return home with negative views about the risks of travelling on the roads. A high
priority with tourist roads is to ensure that they do not present unnecessary safety hazards.
Safety is an oft-cited issue raised by tourists in association with unsealed roads.
In addition, Cairney (1985) has reported a US study which suggests that tourists are
particularly at risk when driving. The study found that people with less than 240 km
experience with a vehicle were 6 times more likely to have an accident than the general
driving population. Half of travel by unfamiliar drivers was accounted for by rental cars,
thus it seems that overseas visitors are especially at risk. Cairney concludes that “as so
much tourist activity depends on access by road, improving the comfort, convenience and
safety of tourist roads while at the same time maintaining or enhancing their scenic
attraction is an important contribution to the development of the tourist industry”.
A special area of concern is that when a project is defined as a relatively small length of
unsealed road with low average daily traffic volumes (and no reported accidents), valuing
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the safety benefits of sealing projects at zero does not accord with the importance of safety
to tourists travelling on these types of roads.
It is also important to recognise that perceptions about risks might be different from actual
experience, and that what is important to travellers is that the perceived risk of being
involved in a crash is reduced. This requires investigations into perceptions of risks relative
to actual experiences.
Although there is no evidence that would allow placing a value on safety under these
conditions, analysts might consider testing the sensitivity of results to changes in parameter
values where safety has been raised as an issue. Research into perception of risk would also
be useful.
2.3 Vehicle operating costs
Reductions in vehicle operating costs are the third source of major benefits from road
improvement projects. Overall, there is insufficient research into vehicle operating costs for
any type of road, but the relative (un)importance of unsealed roads in the total traffic task
means that there is even less effort devoted to vehicle operating costs on unsealed roads.
Vehicle rental companies in New Zealand have complained about damage to their fleet of
vehicles from rough roads. The New Zealand Ministry of Tourism has suggested that the
cost of vehicle repairs can be much higher than is predicted using the evaluation authority’s
(Transit New Zealand) vehicle operating cost parameters. Transit New Zealand has given
special consideration to the claims that vehicle renters are experiencing high costs when
their vehicles operate on unsealed roads, however, it is confident that its procedures provide
good estimates of the true resource costs of operating vehicles.
There is clearly a need for research into vehicle operating costs on unsealed roads, and the
scale of the likely reduction in costs arising from sealing roads.
3. INCLUDING “INTANGIBLE” BENEFITS: A TOURISM PERSPECTIVE
As well as “traditional” road benefits, there are a number of other factors which are
important to tourists when using roads and which should be considered when evaluating a
road improvement proposal. These additional benefits (often intangibles) that tourists are
likely to value which are not being measured under current procedures include the value of,
or benefit, from:
• decrease in dust for vehicles and occupants
• reductions in dust coverage of road-side foliage
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• increased comfort from reducing roughness
• better views
• scenic quality of roads
• developing roads which fit with the local environment
• access to wilderness areas
A fundamental issue is that tourists value their experience more highly when they are
travelling over safer and more comfortable roads. The hierarchy of road benefits which
seems to be important to tourists is to ensure the road is safe first, then seal it, and perhaps
improve its standard so that views can be appreciated.
3.1 Intangibles in cost benefit analysis
Many of the benefits listed above are “intangibles” and difficult to place a monetary value
on. It is important to note that cost benefit analysis admits the relevance of benefits enjoyed
by consumers whether or not they have to pay. Putting this in the context of tourism roads,
the enjoyment of viewing scenery whilst motoring is a relevant benefit even though there is
no market which attempts to set a price. The challenge in cost benefit analysis is to try to
reveal consumers’ willingness to pay to receive the benefit (such as a scenic route with
better views), or willingness to pay to avoid an adverse outcome (such as dusty or rough
roads).
There is a general tendency for conventional cost benefit analysis to ignore or place a low
value on non-market environmental assets with unknown economic values. As Bishop,
Heberlein and Kealy (1983) note, “things with unknown economic values tend to be
assigned zero or very low economic values in public decision processes”. These difficulties
make the treatment of tourism problematic within conventional cost benefit analysis of road
projects.
It has tended to become the accepted practice in project evaluation that procedures for
treatment of intangibles involve the use of a planning balance sheet in which intangibles are
described or listed. However, experience has shown that the intangible effects are often
accorded a low priority in the final analysis. There are also examples where intangibles are
accorded a high implicit value when they dominate a decision.
3.2 Attempts at valuation
Dust and comfort
The Australian Commonwealth Bureau of Roads (1974) attempted to place a value on the
benefit to travellers of a more comfortable ride after sealing because of a reduction in dust
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and/or roughness of road surface. Valuations were obtained from a survey of travellers on
the Eyre Highway in early 1972 and are presented in the following table in current
Australian dollar equivalents. If the existing unsealed road was excessively dusty, an
additional “dust benefit” was included as a benefit of sealing.
Comfort benefits to passengers Benefit in $A 1974 Benefit in $A 1992
(cents per mile) (cents per km)
Unpaved to gravel road 0.3 0.74
Unpaved to sealed road 0.5 1.24
Gravel to sealed road 0.2 0.49
Additional dust benefits 0.4 0.99
Scenic quality
A review of the literature on valuation of intangibles does not provide any values of
environmental amenities which could be directly included in a cost benefit analysis of
tourism road improvements. However, many studies in the natural resources literature
indicate that the aesthetic qualities or visual character of an environment have a value to
people (for instance Rowe, d’Arge and Brookshire 1980). Regarding views from the road,
the evidence of Walsh et al. (1990) illustrates the value of sightseeing travel to tourists, and
efforts to improve driving conditions are likely to enhance the travel experience in addition
to making the ride more comfortable. Englin and Mendelsohn (1991) found that the average
wilderness user places a marginal value of over US$6 for a view per trip while the average
consumer surplus for a view was US$254. While these studies demonstrate the application
of methods for valuation of intangibles, it is not necessarily appropriate to transfer the
values to other applications and contexts.
Access to wilderness areas
Englin and Mendelsohn (1991) used camping permit data in wilderness areas to investigate
values for wilderness area characteristics and found that recreators travel further to avoid
dirt access roads to wilderness areas. Access to wilderness areas may also have costs as
well as benefits, as extra visitors may damage wilderness areas.
3.3 Methods for valuation of intangibles
There are a number of methods available to determine monetary values for intangible
benefits, which would allow them to be included more explicitly in cost benefit analysis. An
important distinction is whether inference about tourists’ willingness to pay should be based
on actual decisions made in the past (revealed preference methods), or based on how people
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say they will behave if faced with particular, hypothetical situations (stated preference
methods).
Revealed preference methods
Revealed preference methods rely on people’s observed behaviour in the past. The
challenge in valuing non-traded attributes such as road roughness or view is to find some
proxy which is traded in the market. The benefits or value of the non-market good are
inferred from the revealed demand for some suitable proxy. The travel cost method is an
example in which the value of recreational areas (or characteristics of an area such as scenic
beauty or wilderness) is inferred from the costs incurred in travelling to the site. The
hedonic price method is another example in which goods such as a view are valued by
associating changes in market prices (often house prices) with changes in public goods
across locations (such as air quality or parks). A good’s market price is regressed against its
attributes in order to assign values to particular non-market attributes. The hedonic method
can be combined with travel cost approach to derive values for individual attributes of
recreational sites.
Stated preference methods
In general, stated preference methods involve asking people to state their preference (by
ranking, rating or choosing) amongst alternatives which have different levels of attributes.
The alternatives may be hypothetical, in that the combination of attributes may not currently
exist. Stated preference methods have been used extensively to derive value of travel time
savings (and to estimate diversion to proposed tollroads) and in mode choice experiments.
In contingent valuation, a specialised application of stated preference methods, people are
presented with a detailed scenario, often involving a detailed description and visual cues,
and asked how much they would be willing to pay to achieve the good scenario (say
improve road safety by sealing roads) or to prevent an unfavourable outcome. A variation is
the referendum or discrete choice approach in which people are presented with information
about a program and its cost, and asked whether they support the program or scenario at
that cost, giving a yes or no response.
A possible application of stated preference experiments methods to value tourism benefits
would be the following experiment: which of these (say 3) routes would you choose to
travel between these 2 areas, given this distance, scenery, and road condition for each of the
alternative routes? In a contingent valuation application, the payment mechanisms for
eliciting willingness to pay for roads could include:
• the price of petrol: eg how much extra would you be prepared to pay for fuel to ensure a
specified road improvement?
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• park fees: eg how much would you be prepared to pay as national park entry fees to
ensure improved roads in national parks?
4. GENERAL EVALUATION ISSUES
Apart from issues of how to value traditional road user benefits and consideration of
important intangible benefits, there are other evaluation issues including traffic generation
effects of sealing roads, the peaking phenomenon, economic development effects, and the
treatment of benefits to international visitors.
4.1 Traffic generation effects of sealing roads
The calculation of many benefits in cost benefit analysis of road proposals depends on
future traffic levels. The sealing of unsealed roads is a road improvement which tourism
authorities feel is not getting enough funding, due to the low level of calculated benefits. An
important issue with sealing roads is their potential to increase traffic levels. While few
published studies have examined the effect of sealing on traffic levels, the following studies
on sealing of roads in Australia’s outback indicate possible traffic generation impacts.
The Commonwealth Bureau of Roads (1974) undertook some analyses of the effects of
major road improvements such as earth to gravel road and road sealing where the project
resulted in a relatively large decrease in travel time or vehicle operating costs. The Bureau
of Roads obtained an elasticity coefficient related to traffic volumes before and after sealing
and duplication projects on a wide spread of roads in Queensland during the period 1956-
1968. This work yielded an elasticity of traffic growth with respect to sealing of 0.55: a
10% increase in seal on a 70% sealed road produced a 5.5% increase in the amount of
traffic after allowing for natural growth. Taking the above formula, a complete sealing of a
road which had hitherto been 70% sealed would result in a 24% increase in traffic.
Research by the Western Australia Department of Tourism (1978) on the impact of sealing
of the Eyre Highway adds further evidence of the impacts of sealing. The Eyre Highway is
the major east-west road link to the eastern states and, after completion of the sealing
works in 1976, there were noticeable impacts on tourism in Western Australia. Surveys of
westbound travellers (excluding coach passengers and truck drivers) were conducted at the
western end of the Eyre Highway immediately prior to sealing and immediately afterwards.
Traffic volumes immediately increased by 45% comparing the year leading up to completion
with the year immediately following, with tourism growth being a major component of this
growth. One indicator of this was that caravan traffic increased by 50%. It was estimated
that visitor expenditure in Western Australia increased from $13.3 million prior to the
completion of the project to $19.7 million. Whereas Western Australian residents were
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spending more out of the State than was being earned by visitors, the sealing project turned
this around to a large surplus. As the survey excluded coach traffic, the benefits to the
state’s tourism industry were considered to be conservative.
These findings were confirmed when the Western Australian Main Roads Department
(1980) undertook a follow-up study in 1978. The report concluded that although the “trend
since the completion of the sealing is a little unclear ... it appears that a higher standard of
road linking two regions could generate a 50% increase in traffic following the completion
of the link”. This work revealed that traffic had been growing at around 8.5% per annum
prior to completion of the sealing and then there was a large upwards shift that was
sustained in subsequent periods.
In another study, Pak Poy and Associates (1975) examined the impact on the population of
northern South Australia of alternative routes for the Stuart Highway (which was to be
sealed from Port Augusta to the Northern Territory border). The study did not estimate the
increase in tourist traffic from the road improvement, but it made some useful observations.
It was believed that tourist traffic would be concentrated on the better roads, and it was
noted that tour operators were incurring higher than normal repair costs on the unsealed
Stuart Highway. Pak Poy noted “both Oodnadatta and Andamooka have lost tourist trade
in recent years because of the loss of major transport routes and the recent damage to roads
as a result of unusual weather conditions”. However, progressive improvement of the roads
was leading larger numbers of tourists to travel in their own cars to these remote areas.
This empirical evidence of the size of the traffic generation effect at least provides a point of
reference, although the Commonwealth Bureau of Roads’ estimated elasticity may be
somewhat dated given changes in the propensity to travel and improvements in vehicle
technology which make travel by car cheaper and more comfortable. The danger is that the
effect of gradual sealing might be substantially different from the impact of complete sealing
of a route. Further research on this topic would be valuable.
The experience of road authorities tends to be that traffic on rural roads grows slowly over
time and that sealing part of a highway, at most, leads to marginal changes in traffic
volumes. In any case, the traffic volumes on unsealed roads are light and even large
percentage increases in traffic would not make a substantial difference to the magnitude of
benefits as they are conventionally measured. From a tourism perspective, the full value of
sealing probably does not arise until the entire highway or scenic route reaches a particular
standard. Then, other suppliers of tourism infrastructure and services can invest and take
advantage of a demand which needs to be captured. Rapid growth cannot occur until there
is capacity and promotion, but there is ample experience that, once capacity has been
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expanded in a situation where there is a latent demand, growth in visitor activity can be
pronounced. Thus, the issue of growth potential is a major source of contention.
It is very difficult to take account of the effect of generating increased traffic when a new
road is being built or when a major change such as sealing is being considered. One
approach which has been adopted is to make an assumption about the effect on traffic
growth of sealing an entire route, and then apportion the volume on a linear basis to the
sealing of individual links of road. Another view is that sealing individual links of road has
little value until the whole route is completed.
Put another way, this suggests that the project has been defined too narrowly. It is
necessary to consider whether the project for evaluation purposes ought to be the sealing of
a total route, and the sum total of the benefits of sealing individual links might be found to
be very much less than when the entire route is examined. Indeed, it is likely to be easier to
deal with the traffic potential of a route than it is for individual links. Analysis of project by
project evaluation reports reveals that this is a problematic area for analysts. Given that the
tourism sector often views the road improvement as a vital resource required to stimulate
tourist growth, there is a need to develop more robust procedures to forecast and value the
benefits to generated traffic.
In a cost benefit analysis of a tourism road on Kangaroo Island, off South Australia,
(McDonald 1991), the approach taken was to focus on getting better estimates of the
growth in visitor numbers and associated economic activity through surveying current
visitors.
4.2 Peaking phenomenon
Tourism demand in many countries is concentrated in the summer peak, when the climate is
more conducive for travelling. However, the practice of assuming a constant stream of
traffic the year round results in insufficient attention to the peaking phenomenon and the
additional costs this can impose on road users.
There are several issues to consider in the problem of traffic peaking which can be
experienced with tourism (Department of Transport 1987). The first is simply that tourism
traffic is subject to seasonal peaks and current traffic forecasting procedures tend to make
annual predictions on the basis of traffic monitoring carried out at normalperiods when
travel is about the annual average. The Department of Transport considered that, while this
approach results in the correct estimate of total annual traffic on the road network, it can
result in incorrect traffic assignment to particular roads in peak holiday periods.
Accordingly, it indicated an intention to use additional information for summer traffic in
addition to that for neutral months. Another issue, though, is that holiday traffic may have
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different characteristics from normal traffic: a larger proportion of cars will be heavily laden
and/or will be towing caravans or trailers; some drivers will not be familiar with the roads;
and some drivers will be sightseeing.
Under these conditions, the speed-flow relationships for holiday traffic might need to be
varied. Following recommendations from the Transport and Road Research Laboratory, the
Department of Transport has reduced the speeds of light vehicles, increased the steepness
of the speed-flow relationship applying to lighter vehicles, and has reduced the capacity of
holiday roads by 20 percent. Whilst these attempts to deal with the peaking phenomenon on
tourism roads have not appeared to result in significant changes to the results of cost benefit
studies, the Department recommended that “in future, sensitivity tests can be undertaken to
test the effect of the recommendations on any particular scheme in a tourist area”.
4.3 Strategic priorities
There appears to be value from a tourism point of view in developing strategic priorities for
particular roads rather than dealing with specific issues for upgrading deficient links taken in
isolation. This has already been demonstrated in the debate over sealing sections of a road
versus sealing of the whole route.
The role of strategic planning at the network or highway level ought to complement the
decision-making processes at the project level. For instance, the proposed designation of a
national system of scenic roads in the USA is an example of strategic level planning.
Strategic level planning of a country’s road (and other transport) infrastructure is likely to
have widespread benefits, not just for the tourism industry.
It might be preferable to undertake some more strategic evaluations of upgrading priorities
rather than basing programs on evaluations which proceed on a project by project basis,
especially when those projects are sometimes defined as short links of a highway or scenic
route.
4.4 Benefits to foreign visitors
Another issue which arises in the evaluation of tourism roads is deciding whether the
benefits that will be gained by international visitors are to be counted. Domestic taxpayers
have to meet the costs of upgrading scenic roads, the benefits of which will be enjoyed, free
of charge, by visitors to the country. It is questioned whether these international road user
benefits should be included in cost benefit analysis.
Latimer (1981) explores this issue in greater depth, but the answer to the question depends
upon the situation and it is important to distinguish between effects on final consumers,
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effects on intermediate goods, and effects on factors of production. Circumstances might
arise where domestic tourists are made worse off due to rising prices or increased crowding
arising from increasing numbers of international visitors. In such cases, care has to be taken
to ensure that the consumer surpluses are not transferred from domestic residents to
foreigners.
For intermediate goods such as the costs of materials used in constructing facilities for
tourists, the situation is straightforward provided that the resources have been valued at
their true opportunity costs. When factors of production are transferred into activities
serving international tourists, there is a possibility of a further loss in surplus to residents.
However, it is necessary to consider each situation carefully because it is not an easy matter
to decide when surpluses accruing to international visitors have been captured and when
they leak out of the economy. Latimer (1981), for example, concedes that it might have
been valid for the economic evaluation of a third London airport to count the benefits of
travel time savings of foreign travellers in the cost benefit analysis because, in the absence
of the project, these people would not have used a British airport. As a result, British
travellers and residents would have been worse off. So, benefits to visitors cannot be
dismissed easily.
The safest position for an analyst to take in a project evaluation would be to accept that
these international visitors would be willing to pay to have the roads improved, and to then
assume that the domestic tourism sector is capturing this consumer surplus in some fashion.
However, it is important at the national level to continually pay attention to the benefit cost
equation for international visitors; to assess whether the costs imposed on residents are
more than recouped. This appears to be a task which individual project analysts are ill-
equipped to deal with, but there would seem to be a case for conducting some case studies
to identify how much surplus arising from public spending is captured by the host nation. It
should also be appreciated that whereas increases in domestic tourism in one region often
occur at the expense of another region, international tourists provide a real economic
stimulus.
4.5 Economic development and multiplier effects
Tourism has potential to generate substantial increases in income and employment at the
regional level. It is common in tourism planning to focus on these broader economic
impacts, and numerous studies point to the possibility that first round (direct effects) give
rise to additional economic benefits. As enterprises serving tourists expand, they increase
their demands on other suppliers, stimulating a round of indirect effects. Furthermore, the
expansion in sales results in increased incomes of residents who then set off an induced
effect on demand through their spending. In sum, the initial increase in tourist spending
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gives rise to a multiplier effect, but it is common in conventional cost benefit analysis
procedures to ignore these.
In contrast, tourists and tourist roads are identified and pursued because they are perceived
to bring economic stimulation not associated with other traffic. Verifying the latter
assumption and properly measuring it, is a key step in extending traditional road evaluations
to incorporate tourism benefits. The Federal Highway Administration (1990) has
commissioned a series of major reports on the economic impacts of the national scenic
byways scheme.
What is important is that all of the effects which would have a bearing on a decision about
the project are given due attention. In this case, the effect of road improvements on
industries and regions that depend on the road are likely to be worthy of further
investigation. It is debatable whether in the context of an evaluation that it is necessary to
go beyond this to consider other contributions to multiplier effects.
If domestic tourism expenditure is simply transferred from one region to another, the net
multiplier effect is likely to be negligible. In this situation, it is recommended to follow the
Department of Transport’s (1987) path and accept that most of the valid benefits of road
improvements are reflected in the impacts of road users (and others directly affected by
externalities of the road). However, the stimulus that occurs when visitors from other
countries spend money in the country does set off a real multiplier effect. The same is true
when residents can be enticed to stay at home rather than go abroad.
The key consideration is whether a decision to proceed with the project will produce net
gains of surpluses to residents when compared to other options that could have been
pursued. Most likely, projects which encourage greater spending by international visitors in
the country will satisfy this criterion.
The difficulties in deciding when an indirect economic impact of a transport improvement
results in double counting and when it represents an additional benefit to society are
discussed by Huddleston and Pangotra (1990). They conclude that the issue with identifying
economic impacts of transport infrastructure ought to be “on determining whether
particular investments are critical for accomplishing regional or local economic development
goals, rather than on establishing a causal relationship between transportation investments
and economic growth”. In a study of tourism activity for 21 counties in Texas Gulf County,
Fesenmaier and Burke (1988) found that the influence of highway development on tourism
expenditure was more significant in non-urban areas. One of the 2 indicators significant in
explaining variation in tourism expenditure was accessibility as measured by highway miles.
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5. RECOMMENDATIONS
Recommended changes and improvements to evaluation procedures to achieve a better
outcome for roads important to tourism include:
• continued use of the cost benefit analysis framework,
• analysis within a strategic framework,
• research into the valuation of both traditional benefits and intangibles,
• research into other evaluation issues, and
• sensitivity analysis of key parameters.
Cost benefit analysis framework
The continued use of the cost benefit analysis framework is recommended, but with
improved valuation and sensitivity analysis, which is discussed further. Cost benefit analysis
works well, but needs some changes to better take the tourism perspective into account.
Strategic focus
Tourism roads appear to be particularly disadvantaged by the common emphasis on project
by project analysis, which results in the evaluation of individual, small sections of road. For
instance, the benefits of sealing a dirt road are much greater when the whole route is sealed,
rather than small sections. A strategic planning focus would benefit tourism roads, and bring
other benefits.
Improvements in valuation
The benefits of travel time savings, reducing accidents and vehicle operating costs are likely
to have different values for tourist road users and tourism roads. There is a need for values
appropriate to tourism use. The problem of accepting current values for travel time savings
as a proxy for the disutility of travel time is that it can lead to the wrong type of project
being selected; too much emphasis can be placed on speed. Also, current values of travel
time savings are unlikely to remain valid in situations where road improvements result in
substantial reductions in travel times. In this case, it might be necessary to undertake
specific investigations of traveller preferences and time budgeting. However, there is merit
from a practical point of view of adopting a standard value of travel time savings to be used
in cost benefit analysis.
Safety appears to be a prime concern of tourists on unsealed roads in remote areas. In
valuation, the reduction in risk and preparedness to pay to reduce that risk are what should
be measured. The use of average values is likely to underestimate the importance of safety
on tourist roads. There is sufficient reason to believe that the value placed on improving the
safety image of roads needs attention.
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There is a danger in evaluating small sections of road because they are less likely to have an
accident record. Current procedures allow analysts to say that there are no safety benefits
from sealing a section of a road, when in fact the probability of having an accident should be
considered.
Intangibles are usually given a low implicit value, or in a few special cases, too high a value.
It is often difficult to determine values at the project level. It may be more appropriate to
address issues at the strategic level. A review of the literature on valuation of intangibles
does not provide any values of environmental amenities which could be directly included in
a cost benefit analysis. A program of empirical research using recognised methods to value
non-market benefits important to tourism such as scenic quality and comfort would be
useful.
Research on other issues
It is necessary to pay attention to the problem of peaking on some roads during holiday
periods through attention to speed-flow relationships and through specification of a road’s
capacity.
Generally, cost benefit studies of road improvements treat generated traffic poorly and there
is little understanding of the effect of road improvements on tourism demand. This is a vital
issue as experience shows that cost benefit analysis is unlikely to give a high priority to
catering for low traffic volume roads. Determining traffic levels is as important as valuing
benefits, as estimation of the magnitude of many benefits depends on the level of traffic
expected. It is suspected that the effect of road improvements on demand may be
dichotomous: either fix a road fully and increase demand substantially, or fix a road partially
with a negligible impact on generated traffic. There is some evidence to support this, but it
would be a fruitful area for further investigation.
Sensitivity analysis
In the absence of better information on traditional and intangible values and other issues
suggested above, sensitivity analysis of key parameters used in the cost benefit analysis may
be one way to overcome the problem of not having enough information on values which
adequately consider tourism.
6. SUMMARY
Shortcomings in the traditional evaluation procedures for road improvements include the
valuation of traditional benefits without taking into account possible different values for
tourism; the lack of valuation information on important “intangible” benefits; and treatment
of other issues such as peaking phenomenon, traffic generation, economic development
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benefits and benefits to international visitors. The tourism perspective could be better taken
into account in evaluation of road improvement projects by more research into valuation of
traditional and intangible benefits, by adopting a strategic focus rather than a piecemeal
approach, and by conducting sensitivity analysis of parameters used.
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